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February  7,    1966 


Mr.    Daniel  J.   Ahern 

Back  Bay  Planning  &  Development  Corp. 

419  Boylston  Street 

Boston,    Massachusetts      02116 

Dear  Dan: 

It  is  our  pleasure    to  submit  the  90-day  progress  report  called  for 
in  our  contract. 

While  the  work  to  date  has  been  essential  and  highly  interesting, 
we  look  forward  with  particular  enthusiasm  to  the  conning  phases  of  our 
work,    which  will  include  analysis  of  the  sales  data  compiled  by  the  BRA 
and  review  of  a  variety  of  specific  rehabilitation  and  development  pro- 
posals in  conjunction  with  the  other  consultants.     We  look  forward  also 
to  further  considering  non-residential  land  uses  in  order  to  arrive  at 
a  complete  picture  of  the  Back  Bay's  probable  lines  of  future  develop- 
ment and  progress. 

We  hope  this  report  will  be  helpful  to  you  both  for  the  infornnation 
it  contains  and  as  a  basis  for  further  planning  and  coordinating  of  our 
combined  research  efforts. 

Sincerely  yours, 

JAMES  D.   LANDAUER  ASSOCIATES,   INC. 
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PREFACE 


This  report  is  intended  to  summarize  our  work  to  date  on  residential 
land  use  and  marketability  in  the  Back  Bay.      The  recent  zoning  change 
for  tlie  H-5  district  and  the  controversy  that  attended  it  have  led  to  the 
residential  emphasis. 

We  have  examined  at  length  the  background  material  relating  to  the 
supply  of  and  demand  for  new  apartment  housing.      The  statistical 
material  will  be  presented  in  the  final  report.      The  basic  preliminary 
interpretation  will  be  presented  in  this  report. 

Many  of  the  issues  involved  in  the  zoning  change  and  over-all  plan  of 
development  are  matters  of  personal  judgment.      Our  marketability 
findings  do  not  compel  any  one  conclusion  as  to  land  use,    but  rather  a 
range  of  possibilities.      We  are  prepared  to  participate  in  any  consensus 
within  the  range  of  sound  developrr.ent  plans.      The  community  has 
expressed  its  judgment  in  the  form  of  the  accomplished  zoning  change, 
but  the  legality  and  workability  of  the  zoning  change  rennain  in  doubt  as 
long  as  a  substantial  number  of  local  residents  actively  oppose  it. 

The  comnnercial  areas  on  Newbury  and  Boylston  Streets  have  not  yet 
been  studied  in  depth,    although  much  of  the  background  material  has 
been  gathered.      The  southwest  portion  of  the   study  area  will  be  domina- 
ted by  the  Christian  Science  Church's  development  plans,    which  we  have 
not  yet  seen.      Our  work  and  preliminary  land  use  conclusions  to  date 
are  concerned  with  the  northern,    residential  portion  of  the  Back  Bay. 
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HISTORICAL  TRENDS  IN  THE  BACK  BAY 


POPULATION 


The  population  changes  affecting  the  Back  Bay  are  reflected  better 
in  characteristics  than  in  total  numbers.     The  total  population  de- 
clined by  1.4%  per  year  between  1950  and   I960,    according  to  the 
Federal  Census.      The  northern  portion  declined  by  only  .  4%  annually 
as  compared    to  the   1.  3%  annual  decline  experienced  by  the  city  of 
Boston. 

From  I960  to  1965,    it  is  estimated  that  Boston's  population  losses 
increased  to  an  annual  rate  of  1.  5%  (although  forces  are  at  work 
which  will  slow  the  rate  of  loss  in  the  next  five  years).      The  Back 
Bay  has  not  followed  this  pattern,   however,    principally  because  of 
the  influx  of  students. 

Recently  released  reports  by  the  Back  Bay  Planning  and  Development 
Corp.    on  dormitory  and  rooming  house  facilities  indicate  that  there 
are  about  8,  000  students  living  in  group  quarters  in  the  H-5  district 
alone.      The  total     number     of  students  and  transients,    then,    can  be 
estimated  at  about  10,000.     Transients,    for  purposes  of  this  analysis, 
are  defined  as  non-students  in  the  20-24  age  group. 

In  terms  of  our  earlier  estimate  (memorandum  of  January  4,    1966), 
the  analysis  of  the  period  from   1955  to   I960  can  now  be  recast  as 
follows: 

Annual  Change 
1950  1955  I960         1965 

Total  Population 
Regular  Residents 
Students  &   Transients 


The  population  of  the  Back  Bay  virtually  stopped  declining  by  1955, 
and  since   I960  it  has  been  rising.      From  1955  to   I960,    the  inflow  of 
students  nearly  matched  the  departure  of  regular  residents.      Since 
then,    the  inflow  of  students  has  doubled,    while  regular  residents  con- 
tinue to  leave  at  about  the  same  rate.      These  trends  are  not  likely  to 
be  halted  or  reversed  unless  direct  restrictions  are  imposed  by  the 
city  through  its  zoning  and  building  codes  and  other  instruments  of 
public  policy. 

The  following  table  shows  the  pervasive  effects  of  the   student  domi- 
nation of  the  Back  Bay  on  population  characteristics: 


1950 

1955 

1960    1965 

1955-60  1960-65 

:i,  200 

19, 800 

19,400  21,400 

-  80    +  400 

- 

16,700 

B,800  10,800 

-580    -   600 

- 

3,  100 

5,600  10,600 

+  500    +1,000 

JAMES  D.  LANDAUER  ASSOCIATES,  inc. 

2. 


TABLE    OF 
POPULATION  CHARACTERISTICS 
BACK  BAY  AND  BOSTON 
1950  -   I960 

I960  %  Change   1950-1960 

Age  in  Years                          Back  Bay       Boston  Back  Bay      Boston 

Under   15  ^ 

15-24                                            33%                15%  +34%           -14% 


Back  Bay 

Boston 

3% 

25% 

33% 

15% 

28% 

25% 

22% 

23% 

14% 

12% 

100% 

100% 

-    4% 

-13% 

76% 

94% 

+   6% 

-11% 

21% 

38% 

-32% 

-19% 

67% 

15% 

+  16% 

+   9% 

25  -  44  28%  25%  -14%  -28% 

45  -  64  22%  23%  -15%  -12% 

65  and  over  14%  12%  -10%  +11% 

Total  100%  100%  -    2%  -16% 

Number  12,800       697,200 

Population 

In  households 

Married 

Unrelated  individuals 

Number  of  Households    5,771       224,700  +39%  +   3% 

Population  of  Household        1.  69  2.  93 

Some  of  the  marketing  implications  of  these  figures  are: 

1.  Families  with  children  have  already  departed  the  Back  Bay. 
This  is  an  accomplished  fact.  To  induce  them  to  return  would 
require  starting  a  new  movement,    not   merely  reversing    a 
trend.     Boston  has  even  greater  out-migration  of  the  family- 
forming  age  group,    25  to  44,    than  the  Back  Bay,    indicating 
that  the  problem  is  widespread  and  not  likely  to  be   solved 

on  the  initiative  of  a  single  neighborhood  or  district, 

2.  The  student-age  group,    15  to  24,    is  gaining  rapidly  due  to 
heavy  in-migration,    and  the  elderly,    over  65,    are  leaving 
the  Back  Bay.      This  is   surprising  in  that  students  and 
elderly  persons  often  live  in  the  same  area  due  to  similar 
economic  constraints  on  their  choices.     Boston  gained  in 
population  over  65  due  to  a  large  natural  increase.     Appar- 
ently the  press  of  students  into  the  older  and  more  intensively 
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converted  residences  wol-ks  to  drive  out  other  lower-income 
and  older  groups.      This  would  lead  to  a  market  sharply 
segmented  between  students  and  upper  middh^-incoine 
families,    tlie  latter  concentrated  in  a  few  high-qualily 
buildings. 

The  sharp  increase  in  the  number  of  households  in  the  Back 
Bay  is  composed  mainly  of  unrelated  individuals.      The  num- 
ber of  married  couples  declined  by  one-third  between  1950 
and  I960.      There  were  half  again  as  many  females  as  males 
living  in  the  Back  Bay  in  I960,    and  the   same  was  true  of  the 
Back  Bay's  working  population.      These  factors  add  up  to  a 
transient  nnarket.      Other  figures   show  that  75%  of  the  Back 
Bay  population  in  I960  had  changed  residence  since   1955, 
and  that  over  half  of  these  came  from  outside  the  Boston 
SMSA. 


HOUSEHOLDS 

The  number  of  households  in  the    Back  Bay  increased  by  39%  between 
1950  and   I960,    and  the  average  size  of  households  declined  from  2.  2 
to   1.7  persons.      Thus,    the  demand  for  new  housing  units  was  substantial 
in  spite  of  declining  population. 

The  market  for  new  apartment  construction  is  not  represented  in 
the   statistics  for  any  one  neighborhood,    however.      The  Back  Bay's 
household  growth  is  due  mainly  to  a  supply  phenomenon,    the  intensive 
conversion  of  large  into  small  units. 


INCOME 

Family  income  in  residential  Back  Bay  in   1959  was  surprisingly 
high,   with  689,    or  39%,    of  the   1,771  families  earning  $10,000  or 
nnore.      Median  family  income  was  $8,  209.      There  were,    however, 
4,  000  additional  households,    most  of  them  unrelated  individuals, 
resulting  in  an  all-inclusive  median  income  of  $3,  389.      Median 
family  income  was  $2,  500  per  year  higher  than  the  figure  for  Boston, 
but  the  inclusive  median  income'was  $1,  100  lower.      This  is  further 
evidence  of  the   segmentation  of  the  market.      The  Back  Bay  has 
relatively  few  people  in  the  middle  income  range. 
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EMPLOYMENT 

Proportionally     the  Back  Bay  has  over  twice  as  many  professional 
and  technical  workers  and  managers,    officers  and  proprietors  as 
Boston.      These  are  presumably  the  high-income  segment  of  the 
work  force.     On  the  other  hand,    females  comprise  60%  of  the  work 
force,    as  opposed  to  40%  for  Boston.      There  are  more  females  than 
males  in  professional  and  technical  jobs,    but  a  still  larger  number 
have  clerical  jobs. 

Back  Bay  employment  is  closely  tied  to  the  downtown  area.  83% 
of  the  working  population  in  I960  worked  inside  Boston,  and  two- 
thirds  either  walked  to  work  or  used  subway  or  surface  transit. 


HOUSING  SUPPLY 

Most  of  the  more  than   1,  600  new  housing  units  created  in  the  Back 
Bay  between  1950  and  I960  were  conversions.     The  rate  of  conver  -  . 
sions    since  then    i  s  not  known,    nor  is  the  vacancy  rate  known. 
Conversions  apparently  pay  the  owner  a  good  return  and  there  appears 
to  be  no  end  to  the  demand  for  such  units.      The  only  constraint  on 
the  supply  of  such  units  has  been  voluntary  restraint  or  lack  of  desire 
to  create  them  on  the  part  of  many  property  owners.      Fortunately, 
the  profit  motive  is  not  the  only  force  at  work  here. 

Conversion  to  more  intensive  use  is  not  the  only  trend  at  work  since 
1950.     In  many  cases  the  existing  (and  unconverted)  housing  stock 
has  been  used  less  intensively.      Conversions  to  apartments  might 
also  enable  the  new  occupants  to  occupy  a  little  more   space  per 
capita  than  the  households  who  lived  in  the  larger  individual  units. 
Thus,    the  housing  stock  reflects  a  polarization  between  a  growing 
amount  of  intensively  converted  space  and  a  less  intensive  use  of 
the  remaining  space.     Prior  to   I960  the  balance  was  on  the  side  of 
less  intensive  use;   since   I960  the  conversions  to  intensive  use  have 
gained  the  upper  hand. 
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THE  SMSA  HOUSING  MARKET 


DEMAND  FACTORS 

The  main  elements  of  housing  demand  are  sumnnarized  below: 

1.  Population:      Boston  SMSA  growth  of  only  7.4%  from   1950 
to  I960,    far  below  the  average  of  25.  3%  for  all  SMSA's. 
Growth  has  been  .  5%  per  year  since    I960,    and  continued 
slow  growth  is  in  prospect. 

2.  Households:      An  increase  of  19%  between  1950  and   I960 
in  the  SMSA,    averaging   12,  500  per  year.     80%  of  these 
are  one  and  two  person  households. 

3.  Income:      According  to  the  Sales  Management  estimates  of 
after  tax  income  per  household,   about   18,  000  families  in 
the  SMSA  enter  the  over  $7,  000  income  bracket  each  year. 

4.  Employment:      Growth  in  the    number  of  jobs  has  been 
uninterrupted  at  least  since   1959,    and  especially  strong 
since   1962.      There  is  evidence  also  that  the  quality  of 
employment  has  risen. 

These  factors  indicate  good  over-all  demand  for  housing,   but  rela- 
tively slow  expansion  of  the  market  due  to  lack  of  population  growth. 

Demand  for   small  units,    and  particularly  for  conversions,    is  indi- 
cated by  the  large  number  of  small  households  being  forined.      Demand 
for  high  quality  housing  should  result  from  the  substantial  growth  in 
family  incomes.      Converted  units  generally  rent  for  less  than  the 
equivalent  new  apartment  unit.     As  long  as  students  continue  to  flock 
to  the  Boston  area,    low  to  moderate  quality  conversions  will  find  a 
ready  market.      Demand  for  new  apartment  units  will  emanate 
principally  from  households  in  the  over  $7,  000  income  category. 


sT 


HC USING  SUPPLY 

The  SMSA  supply  increased  by  133,  000  units  between   1950  and   I960, 
or   13,  300  per  year.     There  were  814,  000  units  in  I960,    of  which 
about  half  were  rental  units. 

Between  1950  and   I960,    occupied  ownership  units  increased  by 
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108,  500  and  occupied  rental  units  by  only  7,  500.  Total  construction 
■was  13,  000  per  year.  Over  30,  000  rental  units  were  erected,  a  4  to 
1  ratio  to  the  net  increase.     It  is  largely  a  replacement  market. 

From   1961  through   1965,    building  starts  are  estimated  at  15,700  per 
year,    a  rate  20%  higher  than  the  decade  ending  in  I960.     Still,    Boston 
SMSA  permits  per  thousand  households  have  been  below  most  other 
major  SMSA's. 


RENTS  AND  VACANCIES 

If  an  over  supply  of  housing  is  impending,    the  effects  are  felt  in  a 
lower  rate  of  rental  increases,    a  static  or  declining  rental  structure 
and  increased  vacancies. 

None  of  these  conditions  has  become  evident  in  the  Boston  SMSA  to 
date.      The  Index  of  Residential  Rents  of  the  Bureau  of  Labor  Statistics 
has   shown  consistently  strong  rises  relative  to  those  in  other  major 
cities  and  to  the  national  averages.      Data  from  the  Roy  Wenzlick 
Research  Corporation  show  the  dollar  rises  in  newspaper  "for  rent" 
offerings  in  various  cities.     Boston  rentals  were  the  lowest  in  1955. 
By  1959  a  strong  upsurge  was  evident.     As  of  1964,    Boston  ranked 
third  in  rent  levels,    rapidly  closing  in  on  Chicago  for   second. 

Vacancies  are  not  high  by  any  measure.     The   I960  Census  of  Housing 
showed  4%  vacancies  in  rental  housing.      Considering  the  high  number 
of  vacant  substandard  units  that  was  included,    the  rate  for  good 
quality  rental  housing  was  probably  closer  to  3%.     The  FHA  measured 
rental  vacancies  at  4%  in  the  SMSA  in  1963  and  estimates  the   1965 
vacancy  rate  to  be  close  to  5%  in  FHA- sponsored  middle  and  upper 
income  projects. 

In  summary,    the  SMSA  housing  market  appears  to  be  very  sound, 
characterized  by  low  vacancies,    low  construction  rates  per  thousand 
families,    and  rising  rentals  which  have  reached  a  level  higher  than 
the  majority  of  major  SMSA's  in  the  nation.     It  should  be  pointed  out, 
however,    that  the  vacancy  rate  and  rent  level  are  no  longer  abnormally 
low,      A    full  range  of  choices  is  available  to  the  prospective  tenant, 
and  rent  increases  will  not  rescue  an  ill-conceived  project.     In  short, 
the  market  has  become  selective  in  the  best  sense  of  the  word.      This 
market  will  continue  to  support  \Vell-conceived  new  housing  strongly, 
as  long  as  supply  excesses  do  not  appear.      This  is  unlikely  in  view 
of  the  past  record  of  restraint  and  the  close  surveilance  of  the  market 
by  the  Boston  Insuring  Office  of  the   FHA. 
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THE  CENTRAL  AREA  HOUSING  MARKET 


DEMAND  FACTORS 

The  Central  Area  is  defined  as  Boston,   Brookline,    Cambridge  and 
Newton.     This  is  the  accepted  market  area  for  apartment  housing. 

The  main  elements  of  housing  demand  in  the  next  five  years  are 
briefly  summarized  below: 

1.  Population;      A  slow  decline  of  1%  per  year, 

2.  Households:      An  increase  of  0.  5%  per  year,    or   1,500 
households  formed  annually. 

3.  Income:      According  to  the  Sales  Management  estimates  of 
after  tax  income  per  household,   about  3,  500  to  4,  000  central 
area  households  have  been  moving  into  the  over  -$7,  000 
category  each  year  since   1961. 

4.  Employment;      The  downtown  employment  picture  is  bright. 
Enough  new  office   space  is  absorbed  annually  to  house  7,  000 
new  employees.      The  movement  of  large  office  firms  to  the 
suburbs  often  has  proved  unsatisfactory,   and  the  employment 
centers  in  downtown  and  the  Back  Bay  are  getting  nnost  of 
the  office  growth.      Gains  in  the  area  have  more  than  offset 
continuing  losses  in  manufacturing  and  wholesaling  employ- 
ment.    The  prospect  is  for  gains  of  1,  500  to  2,  000  jobs  a 
year  in  the  central  business  district. 

The  composite  of  these  general  demand  factors  is  favorable.     Popu- 
lation losses  are  not  critical  in  light  of    income  growth  and  the 
qualititive  as  well  as  quantitive  improvement  in  downtown  employment. 
New  household  formation  keeps  the  nnarket  healthy  by  taking  over 
older  housing  which  filters  down  as  new  units  are  added. 

New  housing  permits  and  conversions  in  the  central  area  totalled 
3,  100  a  year  from   I960  to  1963.      This  was  double  the  estimated  rate 
of  household  formation.      The  difference  was  mainly  demolitions, 
abandonments  and  increased  vacancies  in  substandard  housing. 

The  year   1964  was  a  boom  year  in  apartment  construction  in  the 
Central  Area,    the  total  estinnated  at  over  7,  500  units.      This  indicates 
a  replacement  rate  of  3.4%  in  apartment  construction.     In  view  of 
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the   starved  condition  of  the  market  from  1950  to   1962,    when  replace- 
ment was  less  than  1%  a  year,    the  1964  rate  was  not  excessive. 

The  market  should  return  to  a  normal  replacement  rate  of  2.  0  -  2.  5%. 
Absorption  of  4,  000  units  a  year  in  the  Central  Area  is  not  excessive, 
of  which  3,400  per  year  should  be  rental  and  600  ownership  units. 
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FEASIBILITY  OF  NEW  CONSTRUCTION 


HIGH-RISE  BUILDINGS 

Our  analysis  of  the  feasibility  of  various  proposed  structures  on  the 
Clarendon  Street  site  demonstrated  that  the  larger  the  building  the 
higher  the  land  value  it  will  support.      This  is  true  throughout  the 
range  of  building  sizes  which  are  feasible  to  construct  in  the  Back  Bay. 

A  200-foot  building  is  economically  feasible  at  land  costs  of  about 
$30.  00  per  square  foot.     At  these  land  costs  any  building  smaller  than 
200  feet  is  not  feasible  in  today's  market. 

The  price  of  land  is  determined  by  its  residual  value  under  the  most 
intensive  use  the  developer  can  envisage.      Thus,    where  land  prices 
reflect  the  expectation  of  a  high-rise  developnnent,    new  construction 
will  tend  to  attain  the  maximunn  allowable  height. 

Given  land  costs  of  $30.  00,    the  following  investment  characteristics 
of  a  new  luxury  building  result: 

1.  The  building  must  be  at  least  200  feet  in  height. 

2.  Maximum  total  cost  per  unit,    including  land,    is  about  $34,  000. 

3.  Minimum  average  rent  _per  unit  is  about  $386  per  month; 
per  net  rentable   square  foot,    $4.45  per  year;  per  room, 
$97  per  month. 

Such  a  building  must  be  of  top  quality  and  attractiveness.     A  shoddy 
building,    or  one  built  to  capture  the  middle-income  market,    cannot 
command  luxury  rents.     Poorer  investment  quality  would  result  in 
both  cases,    the  first  because  of  less  marketability,    the   second  because 
of  higher  turnover  and  greater  exposure  to  changes  in  the  supply  of 
competitive  space. 

It  is  quite  obvious,    however,    that  the  demand  for  new  apartments  in 
the  $90  per  room  category  and  over  is  not  inexhaustible.     On  the  con- 
trary,   the  market  is  decidedly  thin  at  this  level.      To  reach  the  mass 
market,    apartments   should  be  designed  and  constructed  to  rent  in 
the  range  of  $55  to  $70  per  room  monthly.     In  the  Back  Bay  this  can  be 
done  only  through  sacrificing  some  customary  services  and  economizing 
on  construction  quality,    principally  by  reduction  of  apartnnent  room 
sizes , 
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At  land  costs  of  $20.  00,  with  services  at  a  lower  level  and  construc- 
tion of  minimum  acceptable  quality,  the  following  investment  charac- 
teristics of  a  middle-income  building  result: 

1.  The  building  must  be  at  least  200  feet  in  height, 

2.  Maximum  total  cost  per  unit,    including  land,    is  about  $24,  000. 

3.  Minimum  average  rent  per  unit  is  about  $256    per  month; 
per  net  rentable  square  foot,    $4.  15  per  year;  per  room, 
$64  per  month. 

Somie  buildings  of  this  type  can  be  built  due  to  strong  demand  for 
apartments  in  this  price  range  and  the  locational  advantages  of  the 
Back  Bay.     However,    if  a  builder  can  satisfy  the  market  demand 
in  some  location  other  than  Commonwealth  Avenue  or  Beacon  Street, 
he  will  do  so  in  order  to  avoid  the  extra  cost  problem.      Therefore, 
only  a  few  such  buildings  are  likely  to  be  built. 

The  extra  cost  problem  confronting  the  developer  has  two  parts. 
The  first  is  the  requirement  of  providing  off-street  parking  at  a 
one-to-one  ratio.     Parking  pays  for  itself  but  does     not  tend  to  yield 
an  attractive  return  to  the  developer.     It  puts  the  developer  at  a 
competitive  disadvantage  with  builders  of  other  rental  projects  where 
land  is  cheaper  and  parking  easier  to  provide. 

The   second  problem  is  the     unusual  foundation  costs,    estimated  at 
$400,  000.      This  cost  is  not  faced  in  most  competing  projects.     A 
third  problem,   but  one  likely  to  be  solved  before  a  new  building  is 
started,    is  inequities  in  the  effective  tax  rates  within  the  Central 
Area,    which  includes  three  cities  other  than  Boston.      The  City  of 
Boston  appears  to  want  new  high-rise  construction  and  is  likely  to 
be  sympathetic  to  requests  for  special  tax  treatment  within  equitable 
bounds. 

In  summary,    high-rise  buildings  are  feasible  in  the  Back  Bay  at  any 
land  costs  less  than  $30.  00  and  are  likely  to  be  built  to  maximum 
allowable  height.      Luxury  apartment  buildings  have  a  somewhat 
stronger  market  position  in  the  Back  Bay  than  middle -inconne  build- 
ings,  but  both  are  feasible  in  limited  numbers. 


LOW  BUILDINGS 
New  buildings  of  70  feet  are  feasible  at  land  costs  possibly  as  high  as 
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$15.  00  per  square  foot,    providing  that  the  developer  is  able  to  economize 
on  the  cost  of  construction  and  on  operating  expenses  without     detracting 
from  the  attractiveness  and  marketability  of  the  end  product. 

The  success  or  failure  of  a  new  70  foot  building  (no  matter  how  low  the 
land  costs)  rests  on  its  ability  to  capture  rents  nearly  as  high  as  those 
charged  in  high-rise  buildings.      This  necessitates,    in  effect,    attract- 
ing a  price  tag  to  such  intangibles  as  the  uniqueness  of  the  neighborhood 
and  the   special  qualities  of  the  living  space  itself.     Services  will  be 
at  a  lower  level.     Built-in  luxuries  will  be  necessarily  fewer.     But  the 
advantages  of  uniqueness  is  that  it  differentiates  the  product  and 
enables  the  seller  to  charge  a  price  higher  than  a  physical  comparison 
of  the  housing  itself  would  seem  to  justify. 

This  should  be  possible  in  the  Back  Bay,    but  it  is  an  untried  and,    there- 
fore,   speculative  formula. 


REHABILITATION 

The  economic  rationale  of  rehabilitating  existing  properties  is  that  it 
will  be  cheaper  than  building  new  space  of  equivalent  quality.      There 
are  other,    equally  important  benefits  such  as  the  preservation  of  the 
exterior  and  the  restoration  of  the  former  elegance  of  the  buildings. 
There  are  also  many  tenants  who  prefer  the  quiet,    privacy  and  charm 
of  the  converted  unit  in  a  small  building  to  the  impersonal  and  insti- 
tutionalized large  apartment  house.     Still,    there  must  be  cost  savings 
and  the  end  product  must  be  of  high  quality  in  order  to  attract  buyers 
and  tenants  capable  of  supporting  the  objectives  of  neighborhood  renewal. 

We  have  not  received  detailed  cost  estimates  on  any  specific  rehabilitation 
proposals.     Preliminary  estimates  are  that  construction  costs  will   vary 
between  $8.  00  and  $12.  00  per  square  foot,    as  compared  to  new  con- 
struction at  $16.  00  to  $20.  00  per  square  foot.      The  effective   savings 
will  depend  on  such  factors  as  the  type,    size  and  condition  of  the 
building. 

Some  savings  in  construction  costs  will  undoubtedly  result  for  space 
of  equivalent  quality  to  new  construction.      The  question  of  feasibility, 
then,    depends  on  two  other  factors,    (1)  the  cost  of  acquiring  properties 
for  rehabilitation  and  (2)  the  marketability  of  the  end  product. 

Properties   suitable  for  rehabilitation  may  be  difficult  to  acquire. 
Land  prices  in  many  cases  reflect  speculation  on  the  eventual  con- 
struction of  high-rise  structures  in  the  area. 
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Prices  for  existing  buildings  often  are  based  on  cheap  conversions 
which  succed  in  getting  a  high  rent  per  square  foot  by  overcrowding 
the  building. 

The  marketability  of  the  end  product,    given  good  physical  rehabilita- 
tion,   will  depend  heavily  on  the  type  of  building.      Certain  types  of 
old  buildings  may  be  subject  to  changing  conceptions  of  what  is 
fashionable.      The  brick  colonial  townhouses  on  Beacon  Hill  are  certain- 
ly both  attractive  and  fashionable.     In  the  Back  Bay,    there  is  much 
less   solidarity  of  style.     An  individually  attractive  building,    therefore, 
is  a  somewhat  speculative  offering  on  the  market.      This  problem  is 
compounded  because  many  rehabilitations  will  have  small  frontages 
largely  indistinguishable  from  thfe  mass.     New  buildings,    even  low 
ones,   necessarily  will  be  of  sufficient  size  and  distinctiveness  to 
assure  their  own  identity  on  a  given  block. 

Rehabilitation  is  best  studied  through  individual  cases.     Uniqueness 
is  the  keynote  in  all  phases  of  rehabilitation.     Indeed,    the  uniqueness 
of  the  Back  Bay's  residential  areas  is  a    primary  reason  for  our 
collective  concern  with  these  problems. 

Generalizations  about  rehabilitation  are  difficult,    since  we  have  not 
yet  studied  enough  specific  cases.     It  appears  that  individual  instances 
will  be  found  where  rehabilitation  will  be  feasible  as  an  investment, 
and  many  more  instances  where  it  will  be  possible  for  an  owner  to 
rehabilitate  a  building  .at  reasonable  net  cost  but  without  gaining  a 
money  return  on  his  investment.     As  a  general  proposition,    it  is 
highly  unlikely  that  private  rehabilitation  alone  can  be  carried  out  on 
a  scale   sufficient  to  bring  about  totally  effective  neighborhood  renewal. 


JAMES  D.  LANDAUER  ASSOCIATES,  inc 

13. 


MARKETABILITY 


SALES  ANALYSIS 


The  following  are  some  topics  we  hope  to  be  able  to  clarify  through 
analyzing  the  sales  data  recently  released  by  the  BRA: 

1.  Price  trends  over  a  time  interval,    all  properties. 

2.  Price  trends  over  a  time  interval  for  selected  types  of 
properties. 

3.  Price  variations  by  sub-areas. 

4.  Relationship  between  price  changes  and  use  changes. 

5.  Ranking  of  types  of  uses  in  terms  of  ability  to  bid  for 
existing  space. 


ABSORPTION  OF  NEW     APARTMENT  SPACE 

We  have  estimated  the  absorption  rate  for   new  apartment  space  in  the 
Central  Area  to  be  3,400  units  per  year. 

Based  on  average  replacement  rates,    the  construction  of  new     apart- 
ment units  in  the  Back  Bay  should  number  about  200  per  year.     The 
averages  do  not  apply  uniformly  to  particular  sub-areas,    especially 
when  neighborhoods  are  undergoing  change.      Thus,    a  rising  neighbor- 
hood can  capture  a  substantial  part  of  the  replacement  demand  from 
declining     sections  of  the  market  area. 

Given  a  vigorous,   balanced  renewal  of  the  Back  Bay,    absorption  of 
300  to  400  apartment  units  per  year  is  a  reasonable  expectation.      This 
would  allow  the  construction  of  possibly  twohigh-rise  apartment  build- 
ings per  year  on  Commonwealth  Avenue  or  Beacon  Street,    with  demand 
for  rehabilitated  or  converted  units  at  a  level  of  100  -   200  units  per 
year. 

High-rise  buildings  on  all  four  corners  of  every  block  of  both  Common- 
wealth Avenue  and  Beacon  Street  from  Arlington  Street  to  Massachusetts 
Avenue  would  represent  some  8,  000  new  units,    which  could  conceivably 
be  absorbed  in  20  years. 
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High  intensity  use  along  the  entire  length  of  Commonwealth  Avenue  could 
not  be  absorbed  in  less    than   2C  years.       Also,    the  constraint  on  the 
amount  of  new    construction  would  be  the  limited  number  of  specific 
development  opportunities.     Site  assemblage  problems  and  a  limited 
number  of  developers  capable  of  producing  high-rise  buildings,    along 
with  normal  caution,    would  preclude  rapid  development  of  the  entire 
avenue. 


THE  BACK  BAY'S  MARKET  POSITION 

It  is  essential  to  the  collective  marketing  of  residential  space  in  the 
Back  Bay,    whether  new  or  rehabilitated,    that  the  area's  assets  be 
fully  recognized  and  exploited.      The  principle  assets  (although  not  the 
only  ones)  are  as  follows: 

1.  Location:      The  Back  Bay  is  one  of  the  best  locations  in  the 
Central  Area  in  terms  of  accessibility  to  all  forms  of  employ- 
ment,   shopping  and  urban  leisure  time  activities.      Tradition- 
ally in  real  estate  development,    superior  location  favors  high 
intensity  use. 

2.  Charm:      The  existence  of  numerous  open  spaces,    the  variety 
of  architectural  styles,    the  elegance  of  some  blocks  and 
individual  buildings,    and  the  quiet  residential  atmosphere 
add  up  to  considerable  charm.     Except  for  the  open  spaces, 
all  these  features  are  in  danger  of  dissolving  and  can  be 
restored  only  by  effective  neighborhood  renewal. 

3.  Reputation:      The  Back  Bay  is  widely  known  as  an  outstanding 
urban  neighborhood,    but  one  that  has  gone  a  long  way  downhill. 
Many  persons  might  be  eager  to  participate  in  the  private  re- 
newal process  here  in  preference  to  an  area  which  has  never 
had  prominence.      The  return  to  city  living  is  a  fashionable 
idea  today,    one  which  could  well  be  brought  to  focus  on  the 
Back  Bay. 


These  three  factors  in  particular  differentiate  the  Back  Bay  from  other 
existing  and  potential  areas  for  apartment  development  within  the 
Central  Area. 

The  Back  Bay's  advantages  are  easily  recognizable.      The  missing 
ingredient  is  widespread  conviction  that  private  renewal  of  the  area 
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is  imminent  and  will  succeed      This  conviction,    once  gained,    should 
bring  substantial  amounts  of  private  capital  to  carry  out  the  task  of 
neighborhood  renewal. 

It  appears  to  us  that  rehabilitations  alone,   no  matter  how  well  publi- 
cized,   cannot  bring  about  a  widespread  conviction  that  renewal  will 
succeed  in  the  Back  Bay.     Some  building  activity  is  necessary  if 
only  to  reinforce  investor  confidence. 

New  70  foot  buildings  are  not  as  likely  to  be  built  at  prevailing  land 
prices,    especially  on  Commonwealth  Avenue.     Even  if  the  70  foot 
height  limit  were    nnade  firm  and  irrevocable,    the   settling  of  land 
prices  to  a  lower  level  would  take  the  market  many  years  to  accom- 
plish. 

Some  high-rise  buildings  are,    therefore,    a  necessary  ingredient  of 
any  full-scale   renewal  effort.      They  will  be  an  overt  sign  of  investor 
confidence,    a  sign  which  potential  tenants  can  also  recognize.    Once 
started,    the  movennent  is   self-reinforcing,    especially  in  light  of  the 
Back  Bay's  reputation  as  a  fine  urban  setting. 

This  is  not  to  suggest  that  renewal  is  impossible  without  high-rise 
buildings.      Certainly  some  progress  can  be  made  through  rehabili- 
tation,  neighborhood  cooperation,   and  other  channels,  but  such 
progress  will  be  slow.     Absorption  would  be  at  a  rate  of  about  200 
units  per  year.      The  maximum  potential  of  full-scale  renewal 
would  be  permanently  out  of  reach. 
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PRELIMINARY  RESIDENTIAL  LAND  USE  CONCLUSIONS 


Our  preliminary  conclusions  about  residential  land  use  are  as 
follows: 

1.  High-rise  buildings  on  both  Commonwealth  Avenue  and  Beacon 
Street  are  desirable  if  full-scale  renewal  of  the  area  is  to  be 
achieved.     This  can  be  accomplished  without  impairing  the 
incentive  to  renew  by  rehabilitation  and  conversion  of  the 
existing  structures. 

2.  If  the  7  0  foot  height  limit  is  reinstated  on  Commonwealth 
Avenue,    new  building  activity  is  unlikely  in  the  next  several 
years  because  of  the  lag  in  downward  adjustments  of  land 
values  to  reflect  the  less  intensive  utilization. 

3.  Socially  undesirable  uses,    especially  overcrowding  of  the 
student  population,    remain  a  double  threat  to  the  area. 
First  they  bid  up  prices  on  buildings  that  might  otherwise 
be  candidates  for  rehabilitations;   second,    they  cause 
neighboring  uses  to  decline  in  value  and  attractiveness. 

4.  Connmonwealth  Avenue,    with  36  rooming  houses,    49  dormi- 
tories,   4  fraternities,    18  academic  buildings  and  32  non  - 
educational  institutional  properties,    will  not  yield  to  private 
rehabilitation  alone.     Institutional  and  group  uses  appear  to 
be  capable  of  outbidding  all  other  uses  in  the  absence  of  new 
construction.     Maximum  rents  are  unobtainable  in  rehabilitated 
structures  due  to  undesirable  neighboring  uses.     New  high- 
rise  construction  is  the  only  use  capable  of  reversing  or  at 
least  stabilizing  the  present  trend  to  ever  increasing  student 
and  school  occupancy. 

5.  Further  deterioration  of  Commonwealth  Avenue  under  the 
70  foot  limit  can  probably  be  reduced  by  the  use  of  selective 
governmental  controls.      The  same  is  true  elsewhere  in  the 
area,    but  these  controls  are  not  a  positive  inducement  to 
other  uses. 

6.  High-rise  construction  will  aid  both  investnnent  in  rehabili- 
tation and  the  marketing  of  rehabilitated  units.     It  will  serve 
to  expand  the  market  and  provide  greater  confidence  and 
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better  services.     It  will  create  rather  than  drain  off  demand 
for  residential  space  in  the  Back  Bay.      Selective  high- 
rise  construction  on  Commonwealth  will  not  impair  rehabi- 
litation for  the  remaining  buildings. 

7.       Fully  intensive  us  e  of  both  Commonwealth  Avenue  and 

Beacon  Street  is  not  likely  to  be  realized  under  any  zoning, 

f         We,    nevertheless,    remain  convinced  that  4-corner  high- 

]         rise  zoning  from  Arlington  to  Massachusetts  Avenues  is 
preferable     to  the  present  eight  westerly  corners  from 
Arlington  to  Dartmouth.     High-rise  along  the  entire  length 

t.        of  Connmonwealth  Avenue  from  Arlington  to  the  Fens  is 
the  most  logical  physical  solution  but  is  not  supported  by 
the  market.      There  is  simply  not  enough  gusto  in  the  Boston 
rental  housing  market  to  justify  such  a  significant  zoning 
change.     It  would  probably  take  at  least  20  years,   possibly 
longer,   for  all  corners  to  be  developed  with  high-rise 
buildings. 


These  are,   as  stated,    preliminary  conclusions.     We  are  prepared 
to  change  any  or  all  of  them  if  new  evidence  contradicts  the  present 
indications. 
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